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~AT&T
Patrick H. Merrick, Esq. Suite 1000
Director—Regulatory Affairs 1120 20th Street NW
AT&T Federal Government Affairs Washington DC 20036

202 457 3815
FAX 202 457 3110

February6, 2002

Via ElectronicFiIin2
Ms. MagalieRomanSalas
Secretary
FederalCommunicationsCommission
445TwelfthStreet,SW
Washington,DC 20554

Re: NoticeofEx PartePresentation:Federal-StateJoint Boardon UniversalService,
CC DocketNo.96-45; 1998 BiennialRegulatoryReview— Streamlined
ContributorReportingRequirementsAssociatedwith Administrationof
TelecommunicationsRelayService,North AmericanNumberingPlan,Local
NumberPortability,andUniversalServiceSupportMechanisms,CC Docket98-
171; TelecommunicationsServicesfor Individuals with HearingSpeech
DisabilitiesandtheAmericanswith DisabilitiesAct of 1990, CC DocketNo.90-
571; AdministrationoftheNorthAmericanNumberingPlanandNorthAmerican
NumberingPlanCostRecoveryContributionFactorandFundSize,CC Docket
No. 92-237,NSDFile No. L-00-72;NumberResourceOptimization,CC Docket
No. 99-200;andTelephoneNumberPortability,CC DocketNo. 95-116.

DearMs. Salas;

Yesterday,ColleenBoothby(Ad HocTelecommunicationsUsersCommittee),JoelLubin
(AT&T), BrianMoir (e-commerceTelecommunicationsUsersGroup),MaryBrown (WorldCom),
andI metwith CommissionerKevin Martin, his legal advisorSamFeder,andLindaNagel. We
discussedtheCoalitionproposalfiled in theabovereferenced.proceedingsthatseeksto replacethe
currentUSF assessmentmechanismwith afiat-rated,perline charge. The Coalitionurgedthe
adoptionofits proposalandimmediateCommissionaction. The commentsandstatementsofthe
Coalitionwereconsistentwith its previousexpartediscussionsandacopyofAT&T’s September
21, 2001 expartewasleft with theCommissioner.

Consistentwith theCommissionrules, I amfiling oneelectroniccopy ofthisnoticeand
requestthatyou placeit in therecordoftheproceedings.

Sincerely,

Attachment

cc: CommissionerKevinMartin SamFeder Mary Brown
BrianMoir ColleenBoothby JoelLubin
LindaNagel
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Patrick H. Merrick, Esq. Suite 1000
Director — Regulatory Affairs 1120 20th Street NW
AT&T Federal Government Affairs Washington DC 20036

202 457 3815
FAX 202 457 3110

September21, 2001

Ms. Anita Cheng
FederalCommunicationsCommission
445 TwelfthStreet,SW
Washington,DC 20554

Re: Federal-StateJointBoardon UniversalService,CC DocketNo. 96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
Associatedwith AdministrationofTelecommunicationsRelayService,North
AmericanNumberingPlan, LocalNumberPortability,andUniversalService
SupportMechanisms,CC Docket98-171;TelecommunicationsServicesfor
Individuals with HearingSpeechDisabilitiesandtheAmericanswith Disabilities
Act of 1990, CC DocketNo. 90-571;AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize,CC DocketNo. 92-237,NSD File No. L-00-
72;NumberResourceOptimization,CC DocketNo. 99-200;andTelephone
NumberPortability,CC DocketNo. 95-116.

DearMs. Cheng;

AT&T Corp. (“AT&T”) submitsthisexparteletterto addressmorefully howthe
Commissioncouldimplementaper-line,flat rateassessmentandrecoverymechanismforthe
universalserviceprogram.

First,aper-line,flat rateassessmentandrecoverymechanismis fully consistentwith
Section254(d)oftheTelecommunicationsAct. Section254(d)statesthat“[e]very
telecommunicationscarrierthatprovidesinterstateserviceshallcontribute,on an equitableand
nondiscriminatorybasis,”to themechanismstheCommissionestablishesto supportuniversal
service. UnderAT&T’s preferredapproach(asis describedin AT&T’s commentsandreply
comments),eachinterstatecarrierwith afacility and/orUNEbasedlocal relationshipwith an end-
usercustomerwould actasthe “collection agent”foruniversalservicecontributionsonbehalfof
all carriersproviding serviceoverthatcustomer’sline, therebyensuringconsistencywith the
statutorylanguage.Eachline would carrywith it thesameprescribedassessment,whichcarriers
would berequiredto passthrough,andeachcarrierwould remitto theUSFonly whatit collected.
Underthis system,theuniversalservicechargewould becometruly exogenousandcompetitively
neutral.

In otherwords,theCommissionshouldestablishaprescribed,uniform assessmentfor each
line, andaportionofthatuniformassessmentwouldbe attributedto eachinterstatecarrierserving



thatline. The statute,however,doesnot requirethe Commissionto force eachcarrierto bill’ the
end-userseparatelyfor its portionofthe assessment;for purposesof administrativeefficiency,the
CommissioncandesignateeithertheLEC orthe IXC to bill theentirecontributionon behalfof
both. Indeed,becausecarriers’ end-usercustomersultimatelypayfor USFcontributions,assessing
eachend-userline ensuresthe broadest,mostequitableassessmentandrecoverymechanism.
Clearly, theLECsarein the bestpositionto recoverthe contributionamountsatleastcostbecause
theyalreadyhavethe billing informationwithin their systems.Moreover,makingLECs
responsiblefor recoverywouldpermitthe Commissionto capturedial-aroundandprepaidcard
servicesin theuniversalservicesystembecauseall suchservicesareprovidedovera“line.”

Thus,designatingtheLECsto bill the entireuniversalservicechargeon behalfof
themselvesandtheinterexchangecarriersis fully consistentwith theAct. See,e.g., Ad Hocat29-
31; Sprintat 10; accordAT&T at 14. Underthatapproach,eachinterstatecarrierproviding
serviceoveraline sharesanassessmentfor thatline. Assuminga$1.00per-lineassessment,if a
LEC is boththelocalandpresubscribedinterexchangecarrierfor aresidentialline (or thereis no
presubscribedIXC), theLEC wouldbe assessed$1.00,andwouldbill the end-user$1.00. If a
LEC is the localproviderandanunaffiliatedpresubscribedIXC provideslongdistanceservice,the
two carrierswouldbe assessedatotalof$1.00,with theLEC billing the end-user$1.00on behalf
of bothcarriers.

Somecommentershaveclaimedthatthe Commissionlackslegal authorityto adopta
per-lineassessmentbecauseof TexasOfficeofPublic Utility Counselv. FCC, 183 F.3d393 (5th
Cir. 1999)(“TOPUC”), whichheldthat Section254did not provideanunambiguousgrantof
authorityto assessintrastaterevenuesin thecontextof arevenue-basedassessmentscheme.See,
e.g.,BellSouthat3; USTA at5; Verizonat2-4. TOPUCis inapplicablebecauseanassessment
that appliesonly tolinesproviding interstatetelecommunicationscannotconceivablybe deemeda
“charge. . . in connectionwith intrastatecommunicationsservice,”andthereforesuchan
assessmentwouldnot run afoulof Section2(b).’ Indeed,afederal,per-lineuniversalservice
meachanism,assessedonly on interstatelines,wouldno moreconstitutea“charge” in connection
with intrastateservicethandoesthe SLC. TheFifth Circuit itselfnotedthat“the text ofthe statute
doesnot imposeany limitation on howuniversalservicewill be funded.” TOPUC, 183 F.3dat
447. An assessmentmethodis foreclosedonly if it canbe shownthatit constitutesa“charge”in
connectionwith intrastateserviceunderSection2(b) — which aper-lineassessmentdoesnot.

Moving to aflat-rateassessmentandrecoverymechanismisnecessaryto maintainequity
andcompetitiveneutralityin the faceof prevailingtrendsin telecommunicationspricing.
Trendsin telecommunicationsmarketsarerapidly underminingtheviability ofthe Commission’s
original,revenue-basedassessmentmethod.SeeAd Hocat7-26; AT&T at 11-14;Sprintat4-6;
WorldComat 12-15. Carriersnowbundleservicestogetherandoffer flat-ratepackagesthat
includeboth interstateandintrastatetelecommunicationsandnon-telecommunicationsproducts
andservices,andwirelesscarriershavesignificantlyexpandedandnowprovidecustomerswith

‘This conclusionis reinforcedby theFifth Circuit’s reasoningin TOPUC. AstheCourtexplained,inclusion
of intrastaterevenuesin theassessmentbase“couldcertainlyaffect carriers’businessdecisionsonhowmuch
intrastateserviceto provideor whatkindit canaffordtoprovide,” andwouldthus permitthe FCCto
exerciseprohibited“influence” over intrastateservices. TOPUC,183F.3dat447n.101. Underaflat-rated
assessmenton linescapableof providinginterstateservices,however,acarrier’sprovisionofintrastate
serviceis irrelevant;theonly“businessdecisions”affectedwouldbethoserelatingto provisionof interstate
lines. Seealso Celpage,Inc. v. FCC, Nos. 99-1072,99-1244and99-1249,Brief for theFederal
CommunicationsCommissioninOppositionat29 (S.Ct.March2000)(suggestingthat, in theFCC’sview,
TOPUCmaynot evenprohibittheFCCfrom includingintrastaterevenuesin theassessmentbasefor the
highcostfund).



interstateservicesaspartof aflat-ratedpackage.SeeNPRM ¶ 3. Any proposedmethodof
identifying interstatetelecommunicationsrevenueswithin abundledpackageis arbitraryand
administrativelyunworkable. Maintainingthe revenue-basedapproachwill increasinglyplacethe
Commissionin therole of “rate police,” passingjudgmentonthe inherentlyarbitraryprocessof
choosingthe properanaloguefor interstatetelecommunicationsserviceswithin abundle. See
AT&T at 12; WorldComat 18-20.

In addition,thecomplexpatchworkof “safeharbors”introducesadditionalcompetitive
inequitiesinto the universalservicesystem.See,e.g.,AT&T at 11-13;WorldComat 13-15. A
flat-ratesystemwould eliminatethe needfora“safeharbor”for wirelesscarriers,whichis
particularlyimportantgiventhatthe existingsafeharborsignificantlyunderstatestheamountof
interstaterevenuesearnedby wirelesscarriers,therebyunfairlyshiftingtheburdenof universal
serviceto wireline carriers.SeeAT&T at 13; Nextel at11; WorldComat 12-15.

A flat-rateuniversalserviceassessmentandcontributionmechanismwould allow the
Commissionto eliminatethe arbitrary“international exemption”thateffectively reduces
telecommunicationsproviders’ incentivesto increasetheir interstateserviceofferings. See,e.g.,
AT&T at 13; Telstarat2-5;WorldComat 12-15. Theprescribedflat-rateassessmentwouldalso
renderthe“de minimis” exceptionunnecessaryandtherebyexpandthe universalservice
contributionbaseto includeall interstatetelecommunicationsproviders. See,e.g.,AT&T at 13;
IowaUtilities Boardat3; Telstarat9.

Thedeclinein overallinterstatetelecommunicationsrevenuesis alsounderminingthe
revenue-basedapproach,particularlybecausefundsrequiredfor universalservicesupport
programsareexpanding.See,e.g.,Telstarat7; WorldComat9-12. AsWorldCom(at 11)
explained,“in aworld ofdeclininginterexchangecarrierrevenuesthecurrentsysteminevitably
will leadto aUSF ‘deathspiral,’ whereincreasinguniversalservicedemandschasefewerinterstate
dollars.” SeealsoTelstarat 7. AT&T agreesthattheprecipitousdeclinein pricingforvoicelong
distanceservicesandprivateline dataservices,coupledwith an ever-increasingdemandfor
universalservicefunding, will sendarevenue-basedassessmentfactorto unpalatableheightsand
makethecollectionbaseunstable.Thus,theneedforuniversalservicereform is critical if the
universalservicesystemis to be effectivein thefuture.

UndertheAT&T proposal,carrierswould beassessedUSFfor eachswitchedaccessline
(wireline) ortelephonenumber(wireless)theyserved.Wirelinecarierswould contributeto USF
perswitchedaccessline orUNE-basedswitchedaccessline. A switchedaccessline is thefacility
thatconnectstheenduser’stelephoneto thecentralofficeandthatjointly providesexchangeand
interexchangeservice,suchthata federalEnd-UserCommonLinechargeor theequivalentis
applied. Wirelesscarrierswould contributeto USFfor eachsubscriberthathasacommercial
telephonenumberfor thatsubscriber.

Sincerely,

cc: KenLynch PaulGarnett Linda Miller
R~bertHaga GeoffWaldau
JimLande JackZinman


